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ISRAEL

NOTE

This estimate assesses Israel's situation with particular reference to
its central problem of security. In the radically altered sftuation aris-
ing from the June war, Israel's pecurity problems have two mafor as-
pects: (a) its military capabilities compared to those of the Arabs; and
(b) the political, psychological, diplomatic, and sdministrative ques-
tions involved in dealing with the occupied territories and with its Arab
neighbors in circumstances short of war.

COMCLUSIONS

A. Despite its smashing victory in the June 1967 war, Israel finds
that acceptance by its Arab neighbors continues to elude it, A formal
peace settlement is out of the question, and the present stalemate, with
Isracl occupying large tracts of territory and controlling & million Arabs,
will probably continue for a long time. -

B. Arab terrorist activity is likely to increase, though Isreel will be
able to keep it under control. Incidents slong the cease-fire lines will
also continue, Israel will retaliate on occasion, end this could develop
into heavy fighting. In the Jonger run, continued Israeli oocupation
will almost certainly Jead to a new round of major hostilities.

C. In this cendition of uneasy truce, Istael will maintain a military
superiority over the Arabs, with a view to deterring them or, if war
comes, defeating them quickly enough to prevent serious damage to
itself. This means modern weapons. Israel probably sces France as
a not very reliable source of such arms, at least as Jong as de Gaulle is
in power, and will look increasingly to the US. But it will also try to

produce as much s possible of its own military equipment.

.,:'1~;:-"’.=§r‘




.

< e

[
[TV ]
[ 4
O
bt
(2]



- . w
. ¢ 'l"

e w -
[

BT "
I 4

e DL I L S

| T

DISCUSSION

L ISRAEL'S PROBLEMS “ -

l.Althcbegfnningo!luthkddemdeofmdﬂenoe,ln-adhumuquldmd
decizive victory In the Jargest of fts three wars with fts Arab ncighbors, srnel
feels that this hes put it fn 8 uniquely strong position to achizve fts Joog sought
objectives of obliging the Arabs to racognize its exstence, to eoter in
negotiations, and to make permasen’ r soe with it Yet the Anbs arcfiS iR
refusing to do anything of the kind' In these elrcumstances, Tsed
bmdwumdv:ﬁmitmfoﬂow,u,boldmhhmuimum
mkmembmmdiumﬁtﬁdlﬁmnﬂynhnsﬁthautfwmdnm
or scale down #ts demands fn setum for Anvd coocessions., )

& loaels Jeaders bave a united country belhind them on virtually all the erkical
fssues which affect the country’s security. The country fs sl dominated by an
aging “establishment™~largely of East European ordgin—which bas fs certer
of power in the Mapal Party. A younger generation, mostly pative Israclis, socks
to break the old guard's hold on power. For the most part, the challengers are
pow working within the pew Isteel Labor Party and share the domestic views of
thelr elders—a moderate socialism, devotion to maintaining high living standards,
and a determination to maintsin and inculcate cssentially European values fn
society despite lirael's Jocation in the Middle East and j growing majorfty of
Jews of oriental origin. § Sy

3. Compared to the fxsue of security, Isreel's domestic oonoerns, though
troublesome, are scarcely eritical. Its econorny, for example, bas shown im-
pressive growth and has brought Israel & standard of biving comparsble to that
of most of Westero Europe. But the economy bas wealnesses of high cost and
of strong orieotation toward internal conisumption; these hinder the growth of
exports. Economic activity bas bocn heavily dependent oa construction, and
this bas fallen off when the level of tmmigration doclives. As s consequence of
the above factors and of government action to promote exports and control
Inflation, Israel’s gross national product Incrensed only sbout one percent in 1068,
as against an annual average of 9.5 percent for the preceding 10 years, :

4. The government’s efloits to revive the economy will probably resukt in &
four to five percent growth rate o the pext year or 0. Errael will remaln Beavily
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dependent for years to come po forddgn financlal support. Such support has
tended to increase markedly in times of Arab-Tsaeli tension and bas ensbled
Istael to increase jts foreign exchange reserves steadily over the past half Cozen
years, despite an ranual average trade gap of $350 million. The 1057 war ro-
sulted in 8 net grin of at least §350 million In foreign éachange (two-thirds of
it from the US). The war also brought added foreign exchange costs for re-
Placing expended armament and acquiring more modern equipment,

elrcraft.  Ono the whole, bowever, foreign exchange is unlikely to be 8 problem
for Ierael for a very Jong tine to come, sinoe Its appeal to foreign sentiment will

?’ almost certainly contirue to 81 its needs.

E - & Isracl also bas the problem of integrating Jews from the Near East and North
E-‘,_‘ , Mfrica—now about 50 percent of the total Jewish population of the state—into
- a society dominated by Ewopean cultural values. The high birthrete of the
. Ao oriental Jews, slackening immigration from Ewope, and Increased emigration by
=5 - Isruelis of European origin postend Jong-term social and cultural trepds which may
%"" eventually bring signifcant changes in the character of the Israeli state. But &
iy will be many years before such changes substantially alter the nature of ths gov-
o emment or its policies. Meanwhile, all these domestic kssues will remaln sub-
B ordinate to the overriding questions of security, relations with the Arabs, and
£ Bsraels ultimate status in the Near East

o

2 I. THE QUEST FOR SECURITY

. 8. Isael's fundamental foreign policy is to secure the broadest possible support
2 foc ftself as the rightful oocupant of Palestine. Israel's insistcace on direct ne-
A gotiations and its desire for a formal peace settlement sten: from its desire to
3 commit the Arabs to a binding acceptance of Israel's legitimacy., In re :
3, to specific Bsues, Istael wants secure transit of the Suvez Canal and the Tiran
e Strait, permaneat borders which give i certain pieces of land important for
Vo security, and demilitarized zones on the Arab side of at Jeast certain of the pew
= borders. It also wants to retain East Jerusalem—important to the Isaelis for
= historical and religious reasons. .Jsaeli public opinion would pot tolerste ro
?f- turning this area to Jordanian control, and the Isrieli Covernment will almost -
> - certainly not do 50, though It probably would soocede to putsiders & voice &
_;_" the supervision of Mustin and Christian boly places.

&

v
o

7. The Arab States regard Isracli insistence on direg
orce them Into a permanent peace with Jsruel §
they show no sign of yielding to this deinand.
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v 8 The gap between the two sides &s very wide. o time, Tsrsel might abesdon
20y Bts fosistence oo direct negotations and @ formal settlement. It & unlikely sub-
T stantia’ly to reduce #ts taritorial demands or to withdraw from Sinal without
U pblaining trensit rights through the Suzz Canal Tbough Israel bas reluctantly
) accepted the UN as a communications channel, & will strenvously resist giving . ~-. _
1o s powers as & mediator to the UN or any other Intemediary. The Arab States 5%
At give litde Indication of readiness even to edge ioto discussions with Issel fa =
v these circumstances, a formal peace settlement is out of the question, and progress
Ryl toward even & limited accommodation will at best be slow and balting.  Meao-
:3;"::" :::;e. the Israclis ase prepared to keep their foroes deployed along the present
3
oy 4 :
W5 9. A stalemate of this sort preseots problems for Isrnel and could, fn time,
R gharpen internal differences concerning policies toward the Arsbs. The Israclis
.ﬁ,'ﬂ‘ must decide buw to cope with the population of the occupied lands, aspecially
Lz the West Bank and Caza. About 200,000 Arabs Bed from the West Bank and
3,‘5‘?:;, Chazs during and immediately after the June war; the ow pow is & few thousand
T moathly, and relatively few have boen allowed to retum. But evea so, fo-
tl“ - corporating the newly occupied territory fnto Israel would #dd a millicn Arabs
-‘, to the population, of which they would then constitute one-third, Almost afl
P Israclis would regard this as an unacceptably high propertion. An alternative
2 would be to give occupied Palestine some form of sutonomy. But #t wo-1d be
};.:_:-. difficult to get enough cooperation from Palestinian Jeaders to make such a scheme
3 A workable. Most of them would fear that the territory might later be tuned -
h< back to Jordan or Egypt as part of 8 broader settlement, fn which case there ;117w 7
= would be reprisals against them for collaboration.
?{ 10. Asother troublesome aspoct of ihe problem. of Arab population concerns
X the refugees of the 1948-1049 war. Cafnps cootaining some 400,000 of these
R refugoes have bow come under lsracli control Tbe Israclis have considered
».K;;._ resettling some of them in certain parts of the. West Bank and in the al-Arish
R ' segion of portbern Sinal, but peither of these areas has kuewn water resources
A iy - edequate for large agricultural or fndustrial’ develfipootaiid any effort to
i e e provide the water would'b¢ vesy expensive,, :Israel woﬁl&velgo'ma the depasture
A ¢ .. . of theseTefugees to Arablands.- Tt'hés to sothe extent encouraged such 8 move-
e #ICE s ment, though it recogriizes that wofld; opinion” woslid. sharply ‘bppose a mass
e e expulsion. On the whole, we doubt that the Israclis will make much progress

fn reducing the numbers of camp-dwelling refugees.
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1L The present situstion bas certain sdvantages from the Isrueli polot of view;
the ccase-fire lines are pow shorte. and more defensible thap before the June
war, and farther sway from major Israeli cities and towns. Increased reveovcs
from tourism and from exploitation of Sinaf ofl ofiset to some degree occupation
costs, which in any case are pot excessive—some $45-$60 million annually, Israd
focls that these territorfes are uscful as 8 barguining counter,

12 On the other band, #f Israel contiaues b0 oocupy conquered terrltory o
a0 extended perfod, say two to three years, & will find & Increasingly difcult
to relinguish control  Domestic pressures to establish Israeli paramflitary
ments fn docupied areas would grow, and it would be barder to turn back o
the Arabs land which contained such settlements.

13. The continued stalemate Is slready encoursging the A-abs, especially the
Palestinians, to Jook Increasingly to terrorism as 8 means of compelling Isracli

withdrawal from occupicd territory. The Syrians will probably covtinue to dis- -
patch terrorists through Jordan with the objectives of barassing Israel and causing ';

trouble for Hussain while trying to avoid Israeli retaliation on Syria Other
tesrorist activities will probably be cerried out or Instigated from time to time by
varivus Palestinlan organizations in Jordan and bere. Rsraeli security
forces will continue to deal hasshly with infiltrators #nd to retaliate for bordes
incidents or sabotage. Such retaliation will sometimes be o 8 scale which could
Jead to heavy fighting.

15. In the longer run, the frustration of the Arab States would almost certainly -

drive them to seek military means of compelling Israeli withdrawal, For some
time to come, Arab Jeaders will probably not believe their forces capoble of do-
feating the Istaelis. But they will build up these forces and, in time, will probably
seck to avenge the 1967 defeat. The Egyptians, fn particular, may come to

believe that they could win a limlted victory over the Isaclis, e.g, dislodging ‘."-

them from the East Bank of the Suez Canal ‘The Arabs will, of course, be fo-
fluenced by their reading of the attitudes and commitments of the major powers,
but whatever the precise course of events, cootinued Israeli cocupation will
almost certainly lead to a new round of major bostilities in the future.

18. Israel considers that a cJose assoclation with the US #s very foportant to
Is own security and would hesitate to follow @ course that it thought would
jeopardize the relationship. It believes—as do the Arabs—that the US would
not permit Isra § to suffer a substantial military defeat. To further this associs-
tion, Istael will continue to depict US and Isracli intcrests fn the area as fdeatical
It will stress that US support will bufld up Israel ms a strong counter to the
extensfon of Soviet influence fo the region.
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17, Toseli attitudes toward the Sovicts are ambivaleat. The Soviets provide
politica! support for the Arab cause and are the main source of arms for militang -
Arsb regimes. Israel will continue to be concerned lest the USSR's eagerness

to cultivate the Arabs might encourage the Latter to edopt 8 dangerously aggres-

sive attitude. On the othar hand, the USSR affrms Israel’s right to exist end
hsad&eﬁ!he&nbsbrm;niu!mehulﬂenoem&hmpeaoaﬁﬂmu
of settling thelr disputes with it Moreover, the Soviet Unlon & the bome of
two and & balf millicn Jews—potential emigrants and potential victims In purges
and ;.75ts.  Accordingly, Israel wili seek to keep Soviet-Israeli relatious as friendly
as clrcumstances will allow, but # will also continue to regard Moscow with
suspicion apd distrust. )

e,

The Military Balonce .. . e ER LS

780, Ut the 1900's, Tsrael bought most of its military equipment from European

© sources; Its slrraft were almost exclusively brom France, its naval vessels and

pewer tanks mostly from Creat Britain. Since 1962, the US has played as in-
creasing role ss a supplies, first with Hawk surface-to-sir missiles, thea with
medium tanks, more recently with tactical attack atreraft.  Tasel bas made &

clear that it will continue to Jook to the US for certain types of military equip-
ment, including alreraft and probably armored vehicles. Israel will also continue

to seck armored vehicles from the UK,

£1. The special relationship which France and Israel built up o the 1650s has
been weakening. In the wake of the June war, Paris placed an e1nbargo oo cer-
tain arms shipments to combatants. This has already beea relaxed to some extent,
and there is a fair chance that Israel will eventually get the 50 Mirage-S alrcraft



. -
It covtracted for some time 8go, though delivery Is likely to be furtber delayed
Israc! has already received from France the first of at least Sve of 8 new class of
torpedo boats which will cerry the Ismaeli-developed Cabrfel cruise missile.  How-

ever, France is pot likely to be a reliable source of military equipment for Isract, - - -

. at least as Jong as de Caulle ramnains in power.

22 The uncertainties of dependence apon foreign suppliers is tmpelling Israel

toward the manufacture of 2s much as possible of fts own military equiprient.
It nlready produces almost all its small arms, most categories of ammunition, soma
artillery, some transport equipment, and even some missiles and aircaft. Tt
industrial base for the manufacture of beavy equipment, e.g, tanks, submarin ¢
and sophisticated aircraft, is deScient but improving; for matesiel in these cate-
gories, lsrael will continue to be dependent on external sources  But In some

of udvanced weapons, Isrsel has the know-how and the resources to supply

. ftself, if peed | R — - - —
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